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The focus of this paper is the the various taxes recently
enacted by the People's Republic of China. The motives behind the
enactments are discussed briefly. Since the development of tax
system is one of the activities undertaken by the PRC Government to
strengthen her legal system, events relating to codification of law
and its history are mentioned to help readers who are not familiar
with the China affairs to have a feel of the environment.
The PRC officials have taken great pains in preparing the tax
laws. They have consulted both academic and tax authorities of
other nations before the enactment. Moreover, they have been trying
to reach agreements and sign treaties with the advanced nations to
facilitate trade and investment.
The structure of Hong Kong System is employed in dissecting the
various PRC tax laws. The duties and rights of taxable parties in
Hong Kong and China are explained. Tax rates, deductible expenses,
exemptions etc. are discussed. It must be noted that the PRC has a
tariff system that imposes duties on a wide variety of exporting and
importing goods. This system also receives attention as it
certainly affects investment decision.
Special Economic Zones in China are not subject to the tax
laws. There are different enactments for these areas and hence the
tax rates and other considerations concerned are different from the
rest of China. These differences will be discussed separately in a
chapter. Moreover, the PRC has employed different treatments on
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offshore oil exploration, details of these can be obtained in
Chapter XI.
Finally, the PRC has adopted a new system to regulate state
enterprises and generate State revenues. This shows that the PRC
authorities are determined in formalizing internal policies. In due
process, the State will rely more and more on the revived growing
legal system. This new system is discussed in the final chapter.
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From the ruins of the Cultural Revolution the legal system of
China finally achieved a rebirth. Laws and formal regulations are
being continuously drafted, adopted and then promulgated. This
development marks the end of the era of lawlessness in China and the
beginning of a new interest in China's recent legal experience.
While scholars and legal practitioners are questioning and
probing into the theoretical foundation of China legal system, the
laws that are enacted do have a practical impact on Hong Kong and
the rest of the world. Two sets of taxation laws were adopted,
first as the Joint Venture Income Tax Law in September 1980 and
then the Foreign Enterprise Income Tax Law in December 1981.
Prior to this development, agreements on tax were conducted
separately by business entity on an individual basis. From now on,
businessmen will be obliged by the new set of formal procedures and
regulations.
Far as possible, the paper will attempt to make explicit the
structure of taxation system in China. A brief historical
background of the system itself will be discussed to illustrate how
individual arrangements are tied to these laws. Then the purposes
and objectives will be explored, i.e., efforts will be made to
identify the Government's attitude toward taxation, whether they use
it as a major source of national income or as a tool to encourage
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initiative and the growth of enterprises.
The new tax system is laid down by the two sets of regulations
mentioned above. Unlike the Hong Kong taxation where formal rules
and its applications are somewhat explained by established cases,
the system of China has only broad guidelines. However, its
structure is far from simple. Consideration must be given to other
forms of taxes that have been a part of her legal enforcements. An
instance of this can be illustrated by the set of 1951 custom laws,
rules and regulations on taxable items of importing and exporting
goods. Moreover, the system is complicated by deals and
arrangements which can be made in the Special Economic Zones which
have been set up to attract foreign investments.)
In the attempt to solve the labyrinth of the imposition of tax,
emphasis will be placed on the taxes affecting foreign investments.
It is hoped that the paper can contribute to the decision process in
determining whether China offers an opportunity for investment.




Owing to the fact that the China taxation is still very young,
structured comments and legal cases are absent. Hence there is a
need to locate relevant materials on newspapers and journals, both
for business and academic purpose. Items of interest will include
comments on the taxation system, historical background and recent
developments. It is also hoped that areas of conflict and confusion
in the system can be identified.
Materials on China taxation law will be studied extensively by
referring to recent publication of different Chinese trade journals
and China Year-books. The development of law, ordinance and
regulations etc. will receive due attention.
The part of Hong Kong Taxation will be based entirely on the
book written by David Flux Hong Kong Taxation: Law and Practice.
The content structure of the book is used as a starting point for
the research.
A comparative study between Hong Kong and China taxation system
will be conducted. Areas of interest will include items such as
depreciation, profit and taxable entities that are ordinarily
included in business transactions.
CHAPTER III
REASONS FOR CODIFICATIONS AND ENACTMENTS
On 1st July 1979, the PRC announced the Four Modernizations
the modernization of agriculture, industry, defence, science and
technology. This is a published intention to modernize the economy
and the army before the end of the century. However, the results
were discouraging. Demand in excess accelerated inflation in 1980,
and by the year 1981 the PRC had huge financial deficit for two
years running, which caused a shortage of fund to support projects.
To add to this was the problem of not having enough raw materials,
especially crude oil.1 By the end of 1980, the PRC authorities
were forced to readjust the over-ambitious plan and slow down the
economic development.2
One of the obstacles that block the way towards modernization
is bureaucracy. The problem it brought about was that the PRC
officials are reluctant to make decisions, instead, the task is
passed to a higher official. In many cases, the process is
continued up the ladder until reaching the very top. Such practice
1 China's Policy on Economic Corporation with Foreign
Countries Remains Unchanged, China Economic News, No. 7 (February
23,1981), p. 2.
2Details concerning the readjustment in 1980 can be
obtained in the speech delivered by Fu Zihe, Vice Minister of the
State Planning Commission of the PRC at Brussels on March 30, 1981
The unabridged version of the speech can be found in
China Economic News, supplement No. 3 (April 4, 1981), pp. 4-5.
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caused frustration to foreign investors. Besides,
over-concentration of power renders economic planning inflexible.
The local authorities were deprived of their initiative and
creativeness in making investment decisions.
The eradication of bureaucratic tendencies depends largely on
the early introduction of a good legal system with adequate and
efficient statutes that every person may observe. Institutions
should be statutorily defined with exact boundaries of functions and
responsibilities. Similarly, all key personnel in all levels of
management must be entitled to make any decisions within a
well-defined set of rules and responsibilities. In fact, in 1978,
after a meeting of Communist Party Central Committee, there began a
series of reform. Such reform gathered momentum when in 1982
sweeping changes were carried out. For instance, the number of
ministries and commissions in the State Council was reduced from 98
to 52 in March, and then to 41 in May, thus streamlining the
redundant governmental structure.3 Duties and responsibilities
of government departments are to be made more explicit. In order to
combat bureaucracy, there must be a legal framework and the
cultivation of a legal sense.
Co-operation with the West
China's leaders have publicly committed themselves to sensible
economic reform that requires long-term co-operation with the west.
Besides maintaining a suitable growth rate, China needs a good
3Peter P.F. Chan, China Modernisation and its Economic
Laws, (The Hong Kong Economist Newspaper Limited), pp. 10-13.
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response to her bids for international co-operation. In the latter
aspect, she needs to offer a good legal system. Foreign investors
have found it difficult to negotiate contracts, which involved
lengthy bargaining and costly stay in the PRC. This view is also
shared by Hong Kong businessmen.4
The authorities are determined in adopting the open-door
policy. The Prime Minister, Mr. Zhao Ziyang, strongly defended the
policy by stating that such flexible economic policies more than
benefited the nation despite problems of capitalistic influences and
harmful wheeling and dealing .5
In the course of implementing the modernization programmes,
legislation is needed for:
1. guidance of investors;
2. interpretation of documents and means of settling disputes;
3. the establishment of some statutory institution.
Legal reform becomes a top priority.
Reliance on Foreign Capital
Ji Chongwei, a member of the State Import-Export Commission,
stated before the Shanghai Symposium of Economists in February, 1982
that foreign capital is urgently required to:
1. improve the foreign exchange position;
4K.C. Wong, the Chairman of the Chinese General Chamber of
Commerce, said "even we, as businessmen residing in Hong Kong, also
find things rather difficult to handle." Hong Kong Standard, March
29, 1982.
5South China Morning Post, March 31, 1981, quoted in Peter
P. F. Chan, China Modernisation and its Economic Laws, (The Hong Kong
Economist Newsnaoer Limited). p. 17.
72. start up projects beyond China's means
3. help balance its foreign currency deficit
4. lessen the burden of high-interest debts.6
Since almost all businessmen need security and reassurance that
investments in terms of capital will be protected, a number of
economic laws were enacted. In March, 1982, the first investment
treaty was signed with Sweden. The treaty protects investors
against nationalization of their enterprises and against
discrimination among investors from various countries. Such treaty
provides reciprocal effect. Indeed, the treaty does not rule out
nationalization completely but it provides that such may be done
through a due process of law.7
In the course of readjustment, some of the capital
constructions8 were either scaled down or cancelled, most of
them were contracts signed with Japanese companies and some with
German companies. Such events have aroused great concern from
economic and business circles. In March 1982, in order to wipe out
anxieties about the effect of readjustment'. China adopted several
guarantees, namely:
l. Talks with foreign businessmen will continue as usual. Any
Chinese departments slated to dissolve are to complete ongoing talks
'Ibid., pp. 33-34.
7Agreement on Mutual Protection of Investments with Sweden
signed, Tax News Services, April 30, 1982, p. 48.
8Projects that were cancelled or postponed include the
second phase of the construction of the Baoshan Iron and Steel
Complex, the ethylene plant under the Nanjing Chemical Company, the
Ethylene Plant of the Shenzi Petro-chemical Works in Shandong
province, the Beijing Dongfang Chemical Plant and the Yizsheng
Chemical Fibre Plant. See China's Policy on Economic Corporation
with Foreign Countries Remains Unchanged, China Economic News, No.
7 (February 3, 1981), p. 2.
8
and those departments to be annexed may complete talks. During the
transitional period, problems involving foreign concerns will be
solved by appropriate organizations in China.
"2. All contracts and agreements reached between China and
foreign concerns before governmental reorganization will remain
valid, and China will faithfully carry out its part.
"3. China's policy of openness to foreign business and its
principles of speeding up modernization through expanding foreign
trade, importing advanced technology and using foreign capital will
9
not change."
9China Daily, March 27, 1982, quoted in op. cited note 3,
pp. 37-38.
CHAPTER IV
ATTEMPTS TO CODIFY CHINESE CIVIL LAW
Prior to the establishment of the PRC, the Nationalist
government used a civil code to rule the country. In February 1949,
this old code was abolished in areas not controlled by the
Nationalist government by instructions of the Chinese Communist
Party Central Committee. In the five years following 1949, the
Central People's Government Council promulgated many laws.1 The
National People's Congress (hereinafter abbreviated as the 'NPC')
was responsible for enacting law when the 1954 Constitution was
promulgated. It carried out this function until the 1960s, but then
did not meet again until 1975.
Until now, there have been three attempts to codify civil
law. 2
1These include the Marriage Law and the Agrarian Reform
Law. The important laws promulgated by the Central People's
Government Council are recorded in Collection of Laws and
Decrees of the Central People's Government.
2The following discussion of the three attempts is based on
the article by Masanobu Kato, Civil and Economic Law in the




In 1954, the 'NPC' had its first meeting session. It was
generally agreed that the adoption of a complete legal system was
important.3 On November 24, 1956, it was reported that a draft
on criminal code was completed. 4 The draft was to be comprised
of 261 articles divided into two parts, general principles and
special provisions. In 1957, it was expected that a criminal law
would be published and that enactments concerning civil law and law
of procedure were being drafted. 5
Yet such expectation did not come true. The Anti-rightist
Movement began in June 1957, and the draft mentioned fell victim to
the reassertion of Party supremacy. In 1958, the Great Leap
Forward was initiated, as a result, the importance of law was
minimized and efforts to codify law were abandoned.
The Second Attempt
Following the failure of the Great Leap Forward, the second
attempt to codify civil law began in 1960. Under the instruction of
Liu Shao-chi, 6 Peng Chen and others tried to revise the draft of
'Zhou Enlai, Report on Government Work, Foreign
Broadcast Information Service (September, 1954- June, 1955), pp.
76-100.
4Kuangming Jih Pao, November 24, 1956.
5Shih Liang, the former Minister of Justice, wrote that it
is expected that the criminal law will be published and put into
practice this year and that the civil law and the law of procedurE
are actively taking shape. People's China, June, 1957.
6Tao-tai Hsia, Legal Development in the PRC since the
Purge of the Gang of Four, Review of Socialist Law 5 (June 1979),
114-115.
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the criminal code and to start drafting a civil code. The work was
never accomplished as the Cultural Revolution began to take over
the country in 1964. The 'NPC', the PRC's legislature, was not
convened for ten years after 1965.
During the Cultural Revolution, which lasted from 1966 to 1976,
law was held in contempt. In fact, one objective of radical policy
was to overthrow positive law and those who were responsible for it.
Members of the legal community were persecuted and forced to do
manual labour or other work. Law schools and universities were
almost all abandoned. The research of the Legal Research Institute
of the Academy of Social Science, a government organ, was completely
suspended for ten years. In addition, the system employed by the
Legal Committee of the Standing Committee of the 'NPC', which was
primarily responsible for drafting laws, was emasculated as its
members were dispersed* 7
The Third Attempt
The hostile attitude towards law underwent a fundamental shift
after the overthrow of the Gang of Four. Gradually after 1977 the
functions of law schools were resumed, as were those of the
judiciary. The most significant development was the adoption of a
new Constitution on March 5, 1978 and then seven laws were enacted
in July of the following year.8 The research functions of the
Legal Research Institute of the Academy of Social Sciences were
recommenced in 1977-78. In March, 1979, the Legal Committee of 'the
70p. cited, note 2, p. 436.
8This. footnote is placed on the next page.
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Standing Committee of the 'NPC' was reconvened. Current efforts to
codify the civil law in the PRC are thus being conducted in a very
favourable atmosphere. Firstly, under the current regime in the
PRC, there is a favourable attitude towards positive law. It is
advocated that a strong socialist legal system is needed to solidify
the political foundation on which the country can carry out
modernization in stability and unity. Also, with a legal system,
there will be no serious loopholes in the PRC political system that
can be made use of by factions like the Gang of Four.9 Secondly,
the current government is particularly interested in codifying civil
law in order to assist the PRC's economic development.
8 The seven laws were:
1. Law for the Organization of the Local People's Congress of
Various levels and the Local People's Government of Various
Levels of the People's Republic of China.
2. Law for the Election of the National People's Congress and the
Local People's Congress of Various Levels of the People's
Republic of China.
3. Law for the Organization of the People's Court of the People's
Republic of China.
4. Law for the Organization of the People's Procuracies of the
People's Republic of China.
5. The Criminal law of the People's republic of China.
6. The Criminal Procedure Law of the People's Republic of China.
7. Law of the People's Repubilc of China on Joint Venture Using
Chinese and Foreign Investment.
9 Hua Guafeng,"Report on the Work of the Government,"
delivered at the Second Session of the Fifth National People's
Congress on June 18,1979, published unabridged in Beijing Review,
No.27(July 6, 1979),p.21.
CHAPTER V
DEVELOPMENT OF CHINA TAXATION
When the PRC has determined to adopt an open door policy,
drafting of legislature regulating foreign investment began. The
first product of such process is the Law of the People's Republic
of China on Joint Venture Using Chinese and Foreign Investment
(hereinafter abbreviated as the' JVL'). Some uncertain tax
incentives are mentioned, such as tax exemptions for advanced
technology and favourable treatment of reinvested profit. 1
rof it.1 Yet,
what constitute profit was not defined, and tax levels were absent.
Until September, 1980, there was no promulgation on laws regarding
tax on profits arising from such entities.
In fact, tax reform has been included in the overall
legislative effort ever since 1979. The PRC tax authorities have
been gathering data about how other countries handle their national
tax systems. Much work has been done on solving the dilemma of
attracting and regulating foreign investors. For instance,
administrators of the Tax Bureau of the Ministry of Finance have
visited Romania and Yugoslavia to learn about the art of enticing
capitalist co-operation.2 Exchange of legislative and
1See Article 7 of the 'JVL.'
2J. A. Cohen, China Emerging Tax Policy, an article in the
book edited by H. Holtzman and W.S. Surrey, A New Look at Legal
Aspects of Doing Business with China, (PLI, 1979), pp.279-281.
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adminstrative materials between the PRC and the U.S.A. began in
1979. The PRC officials realized that they must understand the U.S
system if they are to work out optimal tax arrangements for economi
co-operations.
Besides foreign investment, the other reason for a formal tax
system is the petroleum exploration activities in the South China
Sea and south Yellow Sea. Both Japan and U.S. companies were very
much concerned whether they could obtain tax credits from their
respective governments, an issue which affected profit from future
operations.
Before the establishment of formal rules, tax issues were
settled by negotiation between the PRC and the concerned foreign
party, with decided details entering into contract agreed upon. A
good example of this is the Schindler elevator joint-venture
agreement in which tax provisions were incorporated into the
3
contract.
Taxes Affecting Foreign Investments
At the Third Session of the Fifth National People's, two tax
laws were adopted and promulgated. They are:
1. The Income Tax Law of the People's Republic of China Concerning
Joint Venture with Chinese and Foreign Investment (hereinafter
abbreviated as the' JVTL').
2. The Individual Income Tax Law of the People's Republic of China
3Tax rate and incentives about the agreement can be
obtained in the China Economic News. However, it must be noted that
the details reported were approved by the Foreign Investment
Comi s sion. of the PRC only after substantial changes. The approved
Schindler agreement was never published.
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(hereinafter abbreviated as the' I ITL').
These laws are active from July 28, 1979 and intended to lay
down a basic legal structure on the relevant areas of taxation. All
joint venture agreements reached before the date of promulgation
would be honoured if the tax rates were lower than the tax rates
specified, and higher rates agreed upon would be replaced by the
newly stipulated rates.
On December 14, 1980, the State Council approved the following
laws:
1. The Detailed Rules and Regulations for the Implementation of the
Income Tax Law of the People's Republic of China Concerning Joint
Venture with Chinese and Foreign Investment (hereinafter
abbreviated as the 'JVTL Regulations').
2. The Detailed Rules and Regulations for the Implementation of the
Individual Income Tax Law of the People's Republic of China
(hereinafter abbreviated as the' I ITL Regulations').
The 'JVTL Regulations' set out uniform accounting principles,
terminology and methods for calculating profits arising from joint
ventures. Standards of amortization, depreciation of assets,
valuation of inventory and writing off doubtful debts are all
covered
The' I ITL Regulations' give specific definitions to terms such
as wages and salaries, royalties, etc. Duties of leaving
persons and withholding agents, tax exemptions for diplomatic staff
and determination of income arising from China are also covered.
The other significant development is the adoption of the
Income Tax Law of the People's Republic of China Concerning Foreign
Enterprises (hereinafter abbreviated as the' FETL'). The nineteen
articles of this law provide a tax scaffolding to foreign
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enterprises established in the PRC and give information such as tax
rate, registration and power of tax authorities. Then, On February
17, 1982, the State Council approved the Detailed Rules and
Regulations for the Implementation of the Income Tax Law of the
People's Republic of China Concerning Foreign Enterprises
(hereinafter abbreviated as the 'FETL Regulations'). The fifty
articles of this law give more detail information on income,
standard of depreciation and the accounting method used.
Besides regulating foreign enterprises, the two sets of laws
also specify on matters concerning taxation on the exploration of
offshore oil. Before promulgation, the PRC authorities have
consulted widely with American concerns and government officials in
order to assure that tax credits will be allowed by the Internal
Revenue Services (hereinafter abbreviated as the IRS) of the U.S.A.
Moreover, the laws will also furnish a legal basis for agreements to
be signed between the Chinese and other governments to avoid double
taxation.
The 'FETL' and the 'FETL Regulations' cleared much of the
anxiety of foreign investors over tax issues and provided a legal
framework with which tax planning can be done. On July 19 82, a PRC
high-level delegation visited the U.S.A., members of which
consisting of the Commissioner of Taxation, Liu Zhicheng and
Director of the Accounting Society of China, Wei Kefa.4 The
mission of the delegation was to answer questions, especially from
oil companies which have applied to bid on offshore oil exploration
in China. Moreover, the contents of the newly established laws were
4For details please see Chinese Delegation Explains Tax
Law to Firms in U.S., The Asia Wall Street Journal, July 5, 1982.
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discussed in seminars arranged by Price Waterhouse, the U.S.
accounting firm. These seminars were held in Houston, where big oil
companies reside.
While the delegation was still in New York, an attorney for
Standard Oil Company of Indiana and its Amoco Orient Petroleum
Corporation subsidiary disclosed a private ruling from the IRS. It
was held that three articles of the 'FETL' were creditable against
the U.S. taxes.5
In January 1983, the PRC softened its income tax laws. The
Ministry of Finance issued two regulateions, namely:
1. Provisional Regulations of the Ministry of Finance of the
People's Republic of China Regarding the Reduction and Exemption
of Income Tax Relating to Interest Earned for Foreign Business
from China.
2. Provisional Regulations of the Ministry of Finance of the
People's Republic of China Regarding the Reduction and Exemption
of Income Tax on Fees for the Use of Proprietary Technology
(hereinafter the above regulations will be abbreviated as the
Provisions').
These provisions provided a series of tax reductions and
exemptions to income from interest and other passive income subject
to withholding tax. It was hoped that such reductions might attract
more foreign investments. The Regulations were designed, firstly,
to facilitate access to international funds by Chinese organizations
as heavy tax burden would make foreign banks reluctant to lend.
5Scott R. Schemdel, Chinese Delegation Explains Tax Law to
Firms in U.S., Asian Wall Street Journal, July 5, 1982. Details
concerning the ruling is discussed in the following section on
Bilateral Treaties in this chapter.
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Bankers has complained about the withholding tax and hoped that it
would be waived entirely.6 Secondly, it was hoped that more new
technology and latest research result would be introduced into the
PRC, which would help accelerate technical transformation of
existing enterprises.7
In March 1983, it was reported that the PRC was going to
further reduce custom duties on importing advanced technology and
withholding tax. Matters concerning products selling to the PRC
markets by joint ventures were also under consideration for tax
exemptions.8 Then, on March 17, 1983, preferential tax treatment
to joint ventures was disclosed by the Deputy Finance Minister, Chi
Haibin at a national conference on using foreign investments.
Details on longer tax holidays, exemptions on reinvested profits and
Industrial and Commercial Consolidated Tax for joint ventures were
published. 9 The objective behind these measures is to enable the
PRC to make greater strides in joint ventures in the future.
Foreign investors have been waiting for a much more detailed
regulations to implement the 'JVL' for guidance. These long-awaited
rules were finally promulgated on September 20, 1983. The 118
articles in the new regulations were reported to have codified many
of the provisions found in joint venture contracts concluded for the
past four years and policies that were announced or practiced on a
6Frank Ching, China Softens its Tax Regulation on Income
by Foreign Companies, Asian Wall Street Journal, March 14, 1983.
7., Foreign Firm's Income Tax Reduced, Ta Kung Pao, March
24, 19.
8China will Reduce or Exempt Tax, Wen. Wu Pao,. March 15,
1983.
9Tax Cuts for Joint Ventures, Ta Kung Pao, May 19, 1983.
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piecemeal basis.lU Taxes on proceeds on dissolution of a joint
venture are clarified and exemptions from taxes were granted to
imnrts and exports.
Other Enactments Concerning, Foreign Investment
Besides tax regulations, a number of enactments have been
drafted and then promulgated in the past four years. Broadly
speaking, they are of the following categories:
1. Offshore petroleum exploration
2. Special Economic Zones
3. Foreign Enterprises Registration
4. Foreign Exchange Control
5. Trademark
The first two categories will be discussed in separate chapters
while the rest are beyond the scope of this paper and some of the
concerned rules and regulations can be found in the appendix.
Bilateral treaties
The PRC has increased her effort in negotiating agreements and
treaties with foreign nations in order to establish a better climate
to foster foreign trade and investment. It is observed that the
process often started in an attempt to reach agreement on mutual
exemption from income and net worth tax for transport companies.,
usually airlines. Along with this, negotiation for a tax treaty
lOJ.A. Cohen and J.P. Horsley The New JV Regulations,
The China Business Review, No. 6 (November-December 1983), pp. 44.
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covering a wider scope, such as double taxation, would also began.
The U.S.A. has become the focus of attention owing, firstly, to
the interest in offshore petroleum exploration activities, and
secondly, to the fact that there are provisions in the IRS providing
avoidance of double taxation. Once treaty is concluded between the
PRC and the U.S.A., there will be much incentive for the U.S.
merchants to invest in China.
In April, 1980, the Ministry of Finance officials of the PRC
have informed the U. S. Treasury the interest in commencing
discussions for the conclusion of a comprehensive double taxation
treaty. Such negotiation started in 1981. The first achievement
was the signing of an agreement in Beijing on March 5, 1982
concerning the taxation of income derived from international
operations of ships and aircrafts. The agreement, when ratified,
would have retroactive effect from January 1, 1981. Details of the
agreement are as follows:
1. The U.S.A. will exempt from federal income tax liability income
of Chinese enterprises derived from operating ships and planes
providing passenger, cargo or mail transportation services.
2. Salaries of crew members of Chinese ships and aircraft will also
be exempt from U.S. federal income tax unless they are U.S.
residents or citizens.
3. Income from the use of containers and related transportation
equipment in international traffic will also be exempt from U.S.
federal tax.
4. Reciprocally, China will exempt the income of U.S.A. firms
derived from operating ships and planes between the countries,
including income from leased and rented ships, aircraft and
containers. Likewise, the salaries of crew members not residents
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or citizens of China will be exempt from Chinese income
11
tax.
The other achievement is the private ruling by the IRS as
mentioned earlier in this Chapter. The three categories of the
'FETL' which can be qualified for a credit against U.S. taxes are:
1. The national tax which is levied on taxable income from the
active conduct of business and assessed at progressive rates
which vary from 20% to 40%
2. The local tax which is levied at the flat rate of 10% on taxable
income
3. The withholding tax which is levied at the flat rate of 20% on
passive taxable income (e.g. dividends, interest, royalties,
rentals) .12
The issue of creditability of the central and local tax under
Article 26 of the Regulations was reserved, unless the method used
to compute gross receipts approximates no more than fair market
13
value.
The IRS also did not rule on the deemed-profit tax applicable
to• subcontractors drilling for offshore oil, or on the tax imposed
on air-lines and shipping enterprises.
Negotiation of treaty continued in 1982 when representatives of
the U.S.A. and the PRC met in Washington in September. The talks
focused on the following issues:
11China/US Tax Accord, International Tax Report, No. 9
(May 13, 1982), p. 7.
12Chinese Foreign Enterprise Income Tax Creditable against
U.S. Taxes, Tax News Services, August 15, 1982, p. 80.
13 Foreign Tax Credit, International Tax Report, No. 18
(September 16, 1982), p. 3.
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1. The right to tax by the country where income arises and by the
other country where the recipient resides.
2. Adminstrative co-operation provisions.14
It is also reported that the draft of the 1981 U.S. Model
Convention, provision of recent U. S. treaties and the draft of the
1980 UN Model served as the basis of the discussions.15 Such
activities went on in 19 83, when the representatives met each other
in Beijing on May 3. A new provision of preventing fiscal evasion
was included in the items of the talk.16
Apart from the U.S.A., there are a host of countries involved
in treaty talks with the PRC. They are Austria, Belgian-Luxembourg
Canada, France, Japan, German Federal Republic, Romania, Thai, the
United Kingdom and Yugoslavia. Of these, the following countries





Air transportGe rma ny
International transportJapan
Shipping companiesBelgian-Luxembourg
In general, the agreements provide mutual tax exemptions to
business and individual incomes. Other break-throughs in such
treaty talks are:
1. Japan has concluded a comprehensive treaty with the PRC. The
treaty includes provisions dealing with business income,
14lbid.
15US/China Tax Treaty Talks Set, international
Tax Report, No. 16, (August 19, 1982), p. 8.
16,.China/US Hold Second Round of Treaty Talks,
International Tax Report, No. 10 (May 3, 1983), p. 7
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individual private income and income from international
investment. However, no details are available.17
2. In 1981, the German Federal Republic issued a circular letter
which reported a provision for considering a number of taxes as
creditable against German individual income tax. They include
the individual income tax the income tax concerning joint
venture and the income tax of 10% levied on the remitted amount
of profits.18
3. On March 29, 1982, the Kingdom of Sweden and the PRC signed an
agreement on mutual protection of investments in Beijing. This
is the first agreement of this kind that the PRC has
oncluded .19 Romania was the second country that has
entered into a similar agreement with the PRC. The text of the
agreement was published in the Official Bulletin of Romania on
December 27, 1983.20
17Tax Treaty with Japan Signed, Tax News Services,
September 30, 1983, p. 95.
18China Income Taxes Qualify for the Foreign Tax Credit,
Tax News Services, February 28, 1981, p. 30.
19 Agreement on Mutual Protection of Investments with
Sweden signed, Tax News Services, April 30, 1982, p. 48.
20 Tax News Services, February 15, 1984, p. 21.
CHAPTER VI
TAXABLE PARTIES
In this and the following two chapters, the structure of the
Hong Kong Tax system is compared with the PRC system. This is done
in order to achieve two aims. Firstly, the discussion on the newly
adopted PRC Tax system can have a better organization. Secondly,
for those who are already familiar with the Hong Kong system can
come to a closer understanding of the PRC system.
Who is Taxable?
Broadly speaking, two parties in both Hong Kong and the PRC are
subject to tax. They are, firstly, persons who are engaged in
business transaction, and secondly, individual persons who receive
income.
According to the Hong Kong Inland Revenue Ordinance
(hereinafter abbreviated as the IRO), section 14, a person is liable
to paying tax if he is carrying on a trade, profession or business
in the Colony, and is deriving a source of assessable profits
arising in or derived from the Colony. In section 2 of the IRO,
the word person is defined as including a corporation, partnership
or body of persons. The same section also gives a definition for
corporation which is any company which is either incorporated or
registered under any enactment or charter in force in the Colony or
25
elsewhere but does not include a co-operative society or a trade
union. Furthermore, a body of persons means any company which
is either incorporated or registered under any enactment or
registered under any enactment or charter in force in the Colony or
elsewhere but does not include a co-operative society or a trade
„1
union.
Foreigners who want to carry on business transactions in China
may do so in two different ways. They may incorporate themselves
into joint ventures with China companies, enterprises or other
economic entities. The joint ventures set up are governed by the
'JVL' and subject to taxes as laid down by the 'JVTL' and the 'JVTL
Regulations'.
The second way of transacting business is to set up an
independent entity in the PRC and derive income from production,
business or other sources. They are classified as foreign enterprise
and subject to taxes as defined by the 'FETL' and the 'FETL
Regulations'.
Article 1 of 'FETL' defines foreign enterprises as foreign
companies, enterprises and other economic organizations which have
establishments in the People's Republic of China engaged in
independent business operation or co-operative or joint business
operation with Chinese enterprises. Article 2 of the 'FETL
Regulations' defines establishment to mean organizations, places or
business agents established in Chinese territory by foreign
enterprises and engaged in production and business operations. This
same article also defines organizations and places to include
1The meaning of the word person in the Hong Kong Taxation
will be used in this sense for the rest of this paper.
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management off ices, branches, representative off ices, factories and
places where natural resources are exploited and where contracted
projects of building, installations, assembly and explorations are
operated.
Individuals in Hong Kong are subject to Salary Tax as defined
in section 8 of the IRO if they have income arising in or derived
from the Colony from the following two sources:
1. any office or employment of profit and
2. any pension.
Section 9 defines income from any office or employment as any
wages, salary, leave pay, fee, commission, bonus, gratuity,
perquisite or allowance deprived from employer or others.
It must be noted that income derived from services rendered
outside the Colony is not subject to this tax. Moreover, an
individual who performs services in Hong Kong during visit not
exceeding 60 days is also exempted from this tax.
In China, tax on individuals is laid down by the 'IITL' and the
'IITL Regulations'.
Duties
Besides paying the required amount of tax, every person who
happens to be residing in the Colony has the duties of filing a
return, maintaining records and providing the necessary information
when asked by the IRD. This aspect of law is dealt with in Part IX
of the IRO. For China taxation, duties of a taxpayer are specified




In Hong Kong, an assessor may require a person in writing to
furnish any return for Property Tax, Salaries Tax, Profits Tax or
Interest Tax. In practice, one month is normally allowed for the
submission of returns. Moreover, every person who is chargeable for
tax must inform the Commissioner of the Inland Revenue Department
(hereinafter abbreviated as the IRD) that he is so chargeable in
writing not later than 4 months after the end of basis period* 2
In China, joint ventures and foreign enterprises should file
their provisional income tax returns with the local tax authorities
within the period prescribed for provisional payments. 3 The
annual income tax return should be filed with its final accounts
4
within 4 months of the end of the tax year.
The IRO clearly states that the status of taxpayer is the
chargeable person himself, or the trustee when he is incapacitated,
or the agent if he is a non-resident, or an executor if he is
deceased. For partnerships, the precedent partner is answerable.
In the case of a corporation, the person held responsible can be the
secretary, a manager, director or liquidator of the corporation, or
the principal officer of a body of persons.5 Both the 'JVTL'
and 'FETL' do not have such details.
For individuals in China, there are two parties responsible for
2Section 51, the IRO.
3Article 9, the 'JVTL' Article 8, the 'FETL.'
4Article 9, the 'JVTL,' as revised by the 'NPC' on August
31, 1983 Article 8, the 'FETL.'
5David Flux, Hong Kong Taxation: Law and Practice, 1982-83
ed. (The Chinese University Press), pp. 238-245.
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filing returns, the income earner and the withholding
agent. 6 Both of them are required to turn in the amount of tax
to the state treasury monthly and submit the tax return within the
first seven days of the following month. Those who earn an income
outside of China should, within 30 days after the end of the year,




Every person carrying on a trade, profession or business in the
Colony should keep sufficient records in the English or Chinese
Language of his income and expenditure to enable the ascertainment
of assessable profits. Such records must cover a period of not less
than 7 years after the completion of the transactions, acts or
operations to which they relate* 8
In China, joint ventures and foreign enterprises are required
to use Chinese language in accounting vouchers, books, statements
and reports adopted and all of them should be kept for a period of
not less than 15 years.9 Moreover, forms of sales invoices and
business receipts should be submitted to the local tax authorities
for approval before they are used. 10
6Article 6, the 'IITL.'
7Article 73, the' I ITL.'
8Section 51C, the IRO.
9Article 39 and 25, the 'FETL.'
10Article 40, the 'FETL' Article 26, the 'JVTL.
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C. Supplying Information
The IRO invests the IRD with wide powers to obtain information
from any person in respect to any matter that may affect any
liability or obligation of person.11 Besides furnishing the
information in the form as required by an assessor or inspector, a
person has to attend an interview at which he must answer all
questions truthfully. 12
Article 12 of the 'JVTL' and the 'FETL' authorize the tax
authorities to investigate the financial affairs, account books and
tax situation of any foreign enterprise or joint venture. They are
required to provide all relevant information. However, it is not
clear whether the information so mentioned includes also information
about persons or establishments. Moreover, withholding agents and
taxpayers must provide all relevant information upon
13
investigation.
D. Methods of Payment
In Hong Kong, persons who are chargeable to baiarles lax anu
Profits Tax are liable to pay provisional tax. Usually a notice for
payment of provisional tax is included in the notice of assessment
of Profits Tax or Salaries Tax.14 In case of the latter, the
provisional tax is payable in two instalments with 75 percent due in
11Section 51(4), the IRO.
12Section 51(4A), the IRO.
13Article 9, the 'I IT L'.
14For Salaries Tax, section 63D for Profits Tax, section
63I,the IRO.
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January or February and the remaining three months later. When a
new business is established, the taxpayer has to file a return
stating the estimated profits or loss for the first six
months.15 The dates of payment are fixed in a consistent
pattern, which ensures that there is no element of payment in
advance.16 Often only 75 percent is demanded on the due date
and the balance of 25 percent about three months later. Unlike
China, both taxes are assessed on an annual basis.
Individuals in China, local or foreign, are required to turn in
the amount of tax on income earned in China to the State Treasury
within the first seven days of the following month. Income earned
outside China is assessed on an annual basis, and the tax should be
paid within 30 days of the end of each year.17 No provisional
tax is required.
The treatment for paying tax is the same for foreign
enterprises and joint ventures. The tax is levied on an annual
basis and paid in quarterly instalments, which are computed as
one-fourth of the planned annual profit (when the business is newly
established) or the actual income in the preceding year.18
Provisional payment should be made within 15 days after the end of
each quarter, while final settlement shall be made within five
19
months of the end of a tax year.
15Section 63H(4), the IRO.
16Op. cited. note 7, p. 182.
17 Article 7. the IIITL-I
18Article 19, the 'JVTL Regulations' Article 33, the 'FETL
Regulations.'
19Article 8, the 'JVTL' Article 7, the 'FETL.'
31
Rights
Under tax laws in China and Hong Kong, taxpayers are entitled
to repayment of tax and the right to appeal. Part XIII and Part XI,
section 66 and 68 in the IRO deal with these aspects respectively.
Essence of these sections are summarized as follows.
A. Repayment of Tax
A Hong Kong taxpayer is entitled to refund if he has paid tax
in excess of the amount with which he was properly chargeable for
the year. However, the claim to repayment must be made in writing
to the IRD within 6 years from the end of the year of assessment or
within 6 months after the notice of assessment was served, whichever
20
is later. Repayments will arise in the following cases:
1. Excessive payments made in error
2. Payments made to assessments which are reduced or cancelled
either by objection or appeal or by statutory options or Personal
Assessments
3. Assessments found to be invalid
4. Assessments reopened by the error or omission procedure under
section 70A when an excessive amount is assessed owing to an
error in the return or an arithmetical error of the tax charged
5. Property Tax that is to be applied against Profits Tax liability
and
2
6. Interest Tax deducted from interest liable to Profits Tax.1
20 Section 79, the IRO.
21 On. cited. note S. p. 263.
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The China system has no articles in the 'IITL' and the 'IITL
Regulations' that specify such right for individuals. However, in a
provisional regulation, it is stated that investigation will be
carried out by the tax authorities upon complaints addressed by
taxpayers and errors found out by the authorities. The taxpayers
will be granted the right to reclaim the tax with the local
authorities. However, the details on the procedure of obtaining a
refund are not readily available.
For foreign enterprises and joint ventures, excess payments
shall be refunded by the tax authorities while deficiencies made
good by the taxpayer. 22
B. Appeal
In Hong Kong) a taxpayer can make an objection within a month
after the date of assessment. Within a reasonable time of the
objection, the Commissioner may confirm, reduce, increase or annul
the assessment and inform the taxpayer in writing of his
determination and reasons. If the taxpayer is not satisfied, he may
appeal to the Board of Review. Either the taxpayer or the
Commissioner can require the Board to state a case for the opinion
of the High Court on a point of law. Appeals from the decision of
the High Court can be made to the Supreme Court and then to the
Privy Council. 23
Taxpayers in China must pay taxes according to the relevant
22Article 8, the 'JVTL' Article 7, the 'FETL.'
23For details please see Chapter 10, Objections and Appeal,
op. cited. note 5, pp. 267-276.
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regulations first even if they are dissatisfied with the assessment
and then file a complaint with the higher tax authorities. In al 1
cases, the higher authorities must reach a decision within three
months. If taxpayers do not accept such reconsideration, they can
hrin¢ the matter before the local people's court.24
Of fences and Penalties
Broadly speaking, there are two types of of fences, firstly, a
failure to observe obligations imposed by Hong Kong's IRO or by the
different sets of tax laws in China. Secondly, the of fences
involves act of fraudulence or wilful evasion and often such cases
will be referred to the Courts in Hong Kong or to the people's
courts in China.
The following is a discussion of various kinds of offences that
will be dealt with by the authorities in both places.
A. Failure to Submit a Re tur n
In Hong Kong, the fine for the failure to submit a return is a
maximum of $2,000 if a person does not have reasonable excuse for
doing so .2 5 If the matter is put before the Court and the
Court issues an order to the person, failure on the part of the
person to act according to the order may give rise to a further fine
24 The relevant laws are, for individuals, Article 13, the
'IITL', Article 24, the 'IITL Regulations for joint ventures,
Article 15, the 'JVTL,' Article 31 the 'JVTL Regulations' for
foreign enterprises, Article 16, the 'FETL,' Article 47 the 'FETL
Regulations.'
25 Section 80, the IRO.
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of a maximum of $5,000.26
In China, both joint ventures and foreign enterprises may be
fined a maximum of 53,000 yuan for such an offence. 27 The fine
for an individual is 500 yuan. 28
B. Failure to Supply Information and Make Correct Reports
The maximum fine for the above offence in Hong Kong is a
maximum of $2, 000. In China, the penalties for the offence are the
same as mentioned in the above section. 29
C. Failure to Submit Payment.
In Hong Kong, committing such an offence will lead to a fine of
$2,000 plus treble the amount of the tax that was underpaid.
No matter what kind of entity fails to pay tax within the
prescribed time limits, the tax authorities in PRC will set a new
time limit for the tax payment and surcharge overdue payments at 0.5
percent of the overdue tax for every day in arrears, starting from
the first day of default. 30 For those who have concealed income
or evaded or refused to pay tax, the tax authorities may impose a
26Section 80(2B), the IRO.
2'Article 29, the 'JVTL Regulations' Article 44, the 'FETL
Regulations.'
28Article 22, the 'IITL Regulations.
29 The relevant laws are, for individuals, Article 11, the
'IITL for joint ventures, Article 13, the 'JVTL' for foreign
enterprises, Article 14, the 'FETL.'
30Article 12 the 'IITL,' Article 14 the' JVTL,' Article 15
the 'FETL'.
35
penalty of five times the amount of tax underpaid or not paid.
D. Failure to Withhold Taxes
In Hong Kong, the only instance for such kind of offence is a
person who pays interest that is subject to Interest Tax and he
fails either to deduct the Tax in the correct amount or pay the
correct amount to the IRD within 30 days. The maximum fine is
$22000. 31
In China, individual withholding agents will be fined an amount
of 500 yuan for such of fence, 32 while for foreign enterprises,
failure to observe the obligation of withholding tax may lead to a
fine of not more than the amount that should have been
withheld. 33
Other Of fences in China
To summarize, there are three more of fences under the many sets
of tax laws in China, they are:
1. failure to register with the local tax authority
2. failure to keep accounting vouchers, accounting books and reports
for 15 years
3.-failure to submit sales invoices and business receipts for the
approval from the local tax authorities.
For the above offences by joint ventures or foreign enterprises, the
31Section 80A(1), the IRO.
32Article 22, the' IITL Regulations.
33Article 15. the 'FETL.'
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fine imposed will be a maximum of 5,000 yuan.
CHAPTER VI I
PROFITS TAX
In China, joint ventures and corporations pay income taxes.
Upon closer examination, such taxes are similar to the Profits Tax
in the Hong Kong system, although the rates are much different.
Taxable Income
In Hong Kong, a person will be charged by the Profits Tax if he
carries on a trade, profession or business and derives a source of
profit from that trade, profession or business, excluding profit
arising from the sale of capital assets.1 Such income includes
receipts from:
1. exhibition or use in the Colony of cinematograph or television
film, tape, sound recordings etc.
2. the use of a patent, design, trademark, copyright
3. a grant, subsidy or similar financial assistance
4.-rental charges for the use of movable property
5. interest
6. refunds from a retirement scheme
2
7. rental income from property.
1Section 14, the IRO.
2Section 15, the IRO.
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However, in China, Article 1 of the' JVTL levies tax on income
derived from production, business and other sources which is further
defined under Article 2 of the 'JVTL Regulations' to mean income
from the production and business operations in industry, mining,
communications, transportation, agriculture, forestry, animal
husbandry, fisheries, poultry farming, commerce, tourism, food and
drink, service and other trades. Moreover, this same article also
defines other sources to mean dividends, bonuses, interest and
income from lease or transfer of property, patent right, proprietary
technology, ownership of trademarks, copyright and other items. It
is quite clear that the PRC authorities wish to tax on every
business activity by employing the words like other trade and
other items.
Article 4 of the 'FETL Regulations' also gives definition to
income derived from production and business as well as income
from other sources. The content of this is similar to Article 2 of
the' JVTL' as mentioned above.
Expenditure Deductible
In Hong Kong, all outgoings and expenses that are incurred in
the production of prof its chargeable to Prof its Tax are deductible
during the assessment of prof it.3 The IRO gives some specific
items which are deductible:
1. Interest on loans plus other expenses in connexion with the
loan
2. Rent
3Section 16, the IRO.
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3. Bad debts and doubtful debts
4. Repair to premises, plant, machinery, implements, utensils or
article
5. Replacement of any implement, utensil or article
6. Registration of Trade Marks, Patents or Designs
7. Contribution to retirement schemes
8. Scientific research, which is related to a trade
9. Technical education expenditure
4
10. Charitable contributions to approved institutions or trust.
What constitutes expenditure is vague in the PRC system.
Formulas for calculating the cost of production, cost of products,
etc. are described in the 'FETL Regulations' and the 'JVTL
Regulations' .5 Yet no mention is made as regard to items of
costs and their nature.
Foreign enterprises are allowed to charge the following three
items as expenses, they are:
1. Overhead expenses and actual expenses paid by a foreign
enterprise to its head office. Moreover, the tax authorities
will also honour contracts that provide the provision of sharing
overhead expense of the head office entered into by a foreign
enterprise and a Chinese enterprise. 6
2. Interest payment loans at reasonable rates. However, what is
reasonable is not certain.7
4Section 16A, 16B, 16C, 16D, the IRO.
5Article 8, the 'JVTL Regulations' Article 9, the 'FETI
Regulations.'
6Article 11, the 'FETL Regulations.'
7Article 12, the 'FETL Regulations.'
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3. Entertainment expenses that are relevant to production and
business operation. The rates are defined in terms of net sales
or business income. For the former, 3 percent is allowed for net
sales of 15 million and 1 percent for the said portion above.
For the latter, 10 percent is allowed for an income of 5 million
and 3 percent to the portion above the limit.8
Indeed, joint ventures are also allowed entertainment expenses.
They are calculated either as 0.3 percent of the total sale income,
or 0.1 percent of the total operational income. 9
Disallowed Expenditures
In this respect, both Hong Kong and China do have many
similarities. Both systems specify the following items as
non-deductible:
1. Capital expenditure or purchase of fixed assets
2. Any tax paid, (in Hong Kong, other than Salaries Tax paid)
3. Losses covered by insurance indemnity, 10
Moreover, under the PRC system, interest on capital and expenditure
on the purchase of intangible assets are not to be counted as
expenses arising from the production of profits.
8Article 13, the 'FETL Regulations.'
9Article 9, the 'JVTL Regulations.'
10Section 17, the IRO Article 9, the 'JVTL Regulations'
Article 10. the 'FETL Regulations.'
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Depreciation
There are five differences between the PRC and Hong Kong
system. They are:
1. China does not give any initial allowance. Both the 'FETL' and
'JVTL' impose a residual value on the fixed assets. This value
is calculated as 10 percent of the original price. The remaining
90 percent is amortized by using straight line method. Hong Kong
does not reserve any residual value on fixed assets.11
2. In the PRC, the rate of depreciation is calculated by dividing
the cost of the fixed asset over the useful life in terms of
years. In Hong Kong, the rate is expressed as a percentage of
12
original costs if it is industrial and commercial building,
and a percentage of reducing balance if it is plant and
13
machinery.
3. Under the China system, capital items with a unit price less than
500 yuan can be treated as expenses. There is no such guideline
in Hong Kong .14
4. In terms of building, Hong Kong treats industrial and commercial
buildings differently. The fo rme r15 is well-defined since it
receives an generous allowance, with an initial allowance of 20
11Article 12, the 'JVTL Regulations' Article 17 the 'FETL
Regulations.'
12Part VI, section 34 to 40, the IRO.
13Article 13, the'FETL Regulations' Article 18 the 'FETL
Regulations.'
14Article 10, the 'JVTL Regulations' Article 14 the 'FETL
Regulations.'
15For details concerning Industrial Buildings in Hong Kong,
please see David Flux, Hong Kong Taxation: Law and Practice, 1982-83
ed. (The Chinese University Press), pp. 188-198.
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percent and then 4 percent of the qualifying expenditure for
annual allowance. There is no initial allowance for commercial
buildings, and the annual allowance is only 3/4 percent. 16
Under the PRC system, all buildings are decmed to have a useful
life of twenty years or an annual allowance of 5 percent. 17
5. For plant and machinery Hong Kong gives a more generous initial
allowance of 55 percent and 10-30 percent annual allowance to
different items. In the PRC, the maximum rate allowed for is
only 20 percent. 18 However, upon approval by the PRC tax
authorities, the depreciation period may be shortened.19
Amortization of Intangible Assets
In the PRC, intangible assets mean patent rights, copyrights,
royalties, etc. The sum paid for them should be amortized according
tho the provision of the time limit for use or, if the time for use
is not appropriate, for a period of ten years.20 The Hong Kong
IRO does not have such a provision.
16Section 40, the IRO.
17Article 13, the 'JVTL Regulations';Article 18, the 'FETL
Regulation.'
18Ibid.
19"Tax Official on China's Preferential Tax Treatment for
Foreign Investors -- Exclusive Interview,"China Economic News, No.
7(February 20, 1984),p.3.
20Article 15, the 'JVTL Regulations'; Article 21, the 'FETL
Regulations.'
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Rate of Profits Tax
Hong Kong charges a standard rate on prof its. It is 18.5
percent for corporations and 17 percent for sole pr opr i to rship and
partnership. No tax holidays are granted under any circumstances.
China has a more complex structure. A much generous tax is
levied on joint ventures to attract foreign investors to enter into
such form of investment. The rates for joint ventures and foreign
enterprises are discussed separately in the following.
A. Joint Ventures
The rate is a flat 30 percent on the taxable income, and a
local surtax on the assessed income tax, making the total to become
33 percent. Moreover, a 10 percent is charged on the income
remitted from China. 21
Joint ventures are granted tax holidays to the first
profit-making years, the length of which depends on the nature of
investment. The other incentive is a refund of 40 percent to income
tax paid on reinvested prof its. In general, there are two different
situations:
1. A newly established joint venture that is scheduled to operate
for more than 10 years shall enjoy total tax exemptions for the
first two years when profit is reported, and then a 50 percent
deduction in income tax for the following three years. The
average rate for the first five years is 9.9 percent. On
occasion of remitting all share of profits out of China, the
21Article 4, the 'JVTL.'
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average rate is about 19 percent
2. Joint ventures engaged in low-orofit operations such as farming
may have a further 15-30 percent reduction in income tax after
the five year reductions and exmptions as mentioned above. The
average rate for the first 15 year is about 27 percent. 22
B. Foreign Enterprises with Establishment in China
Income from these enterprises is taxed by a progressive rate
the range being: 23
000











Moreover, a local surtax of 10 percent is imposed on the same
taxable income as that computed for the 'FETL'. However, local
authorities may grant exemption form the local income income tax on
account of a foreign enterprise's small scale production or low rate
of profit, i.e. an annual income of less than one million
yuan. 24
Foreign enterprises that are scheduled to operate for ten or
more years in low-profit line of business may be exempted from the
tax for the first profit-making year and then enjoy a 50 percent
income tax reduction in the following two years. Upon approval by
22 op. cited. note 17, p.3
23Article 3, the 'FETL'
24Article 4,6, the 'FETL.'
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the Ministry of Finance, a 15-30 percent reduction may be granted
for an additional ten years. 25
C. Foreign Enterprises without Establishment in China
A withholding tax is imposed on income from dividends,
interest, rentals, royalties and other sources in the PRC obtained
by such enterprises. 26 The rate is 20 percent. 27
However, the 'Provisions' give a series of reductions and
exemptions to withholding tax on incomes arising from loan interest
and technological knowhow. Highlights include the following:
1. The 20 percent tax on interest from loans, leasing fees, advances
and deferred payment is reduced to 10 percent, providing the
contract is signed between 1983 and 1985.
2. Exemptions are given to loans offered to State banks and the
China National Offshore Oil Company at an rate lower than the
interbank rate.
3. From January 1, 1983 onwards, a 10 percent tax is charged on
technical fees for the use of technology in fields of
agriculture, educations, etc.
4. 15 percent of the interest obtained form loans provided under
contract to a Chinese company or enterprise by a long-term
representative office of a foreign bank in China is deemed to be
- nm- n t of t aXa hl P ncnme. The nr o2ressive rate of the' FETL'
25Article 5, the 'FETL.'
26Article 27 of the 'FETL' gives definitions of the
different categories mentioned.
27Article 11, the 'FETL.'
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is levied on such income
Treatment of Losses
The losses incurred in a fiscal year can be carried forward
indefinitely to act off against future profits in the same trade
profession or business in the Colony. However, in China, the
balance of loss may be made up with further deductions against
income over a period of not exceeding five years for both joint
ventures and foreign enterprises. 28
28Article 7 the 'JVTLI Article 6, the 'FETL.'
CHAPTER VIII
SALARIES TAX
In Hong Kong, an individual is subject to Salaries tax if he
has income that arises or is derived from Hong Kong from any office
or employment of profit and from pensions.1 In China, an
individual is subject to the 'IITL' and the 'IITL Regulations' if he
has income gained within or outside China.
Source of Income
In China, the system employs residency as a means of
determining the tax on any individuals' income. Below is a table
showing the relation between period of residence and taxable
income:2
Period of residence Taxable Income
less than one year Income gained in China.
1 - 5 years Income gained in China plus
outside income remitted to China.
more than 5 years
Income gained in and outside of China.
The tax on income received outside of China is taxed separately
1Section 8(1), the IRO.
2The table is based on Article 1 the 'IITL' and Article
3 of the 'IITL Regulations.'
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from taxable income gained within China.3 For a foreigner who
works in China and receives income from such service from a foreign
employee, if his residence in China is less than 90 days, the
renumeration is exempt from tax.4
The IRO in Hong Kong does not have provision of residency in
determining taxes on individual's income. The question "What is
taxable?" should be asked when thinking about the Salaries Tax. In
fact, it is important to determine the source of income to see if it
is within the scope of the Salaries Tax. If the duties are
performed in Hong Kong, then the remuneration derived from such
duties is taxable. An exception to the case are services rendered
by visitors in Hong Kong during visits of not exceeding a total of
60 days.5 Income derived from performance outside the Colony is
not taxable even if the individual is a permanent resident in Hong
Kong or paid by a Hong Kong employer.
Taxable Income
Under the IRO in Hong Kong, the following are taxable:
1. Income from any office or employment, which includes any wages,
salary, leave pay, fee, commission, bonus, gratuity, perquisite
or allowance except holiday warrant or passage granted to an
3Article 6, the 'IITL Regulations.'
4Article 5, the 'IITL Regulations.'
5Section 8(1B), the IRO. For seafarers and aircrew,
exemption is granted if they satisfy one of the two criteria:
i.the presence in Hong Kong is less than 60 days in the year of
assessment (section 8(2)(j)(i));or
ii.the presence in Hong Kong is less than 120 days over 2
consecutive years of assessment, one of which is the year under
review (section 8(2)(j)(ii)).
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employee so far as it is used for travel
2. Amount received from a pension or provident fund, scheme or
society, other than an approved retirement scheme
3. The rental value of a residence provided rent-free or the amount
subsidized
4. Any gain realized by a right to acquire shares or stocks in a
corporation. 6
Under the' I ITL', the following categories of income are
taxable:
1. Wages and salaries, which include bonus and year-end extras from
work in offices, schools and other entities
2. Compensation for personal services, which is actually a tax on
personal services in designing, installation, medical treatment
etc.
3. Interest, dividends and bonuses from deposits, loans, or
investment
4. Other kinds of income specified as taxable by the Ministry of
Finance of the PRC. 7
Allowable Deduction
Under the IRO in Hong Kong, there are three types of deductionE
considered before coming to the net income chargeable to tax. They
are:
1. Expenses and outgoings that are wholly, exclusively and
necessarily incurred in the production of assessable income.
6Section 9, the IRO.
7Article 4, the 'IITL Regulations.'
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2. Capital expenditure on machinery or plant that is related to the
production of assessable income. This allowance is calculated in
the same way as discussed under Depreciation of the Profits
Tax.
3. Charitable donations to approved charitable institutions or trust
of a public character.
There are no such provisions in the' I ITL' or the' I ITL
Regulations'. It is obvious that the gross income as earned by an
individual in China will be subject to the Tax.
Rate of Tax
In assessing Salaries Tax in Hong Kong, personal allowances are
rl P1 uct l le from the taxable amount and they are set out as follows:
$20,500Personal Allowance
20, 500Wife Allowance
Additional Allowance -Single 7,500
-Married 15,000







83.000Dependent Relative -(not resident with
claimant)
-(resident with claimant) 10.000
The amount after personal allowances will be subject to
progressive rates of tax which are as follow:
Rate %Range of Income
5Upon the first $10,000
10Upon the next $10,000
15Upon the next $10,000
20Upon the next $10,000
25Upon the remainder
However, the total tax payable is not to exceed tax at the standard
rate of 17 percent on net assessable income before personal
allowances.
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In China, the allowance for wages and salaries of an individual
is 800 yuan. For income from compensation for personal services,
royalties or lease of property, the same amount of 800 yuan is also
allowed for a single payment of less than 4,000 yuan. For single
payment in excess of 4,000 yuan, a deduction of 20 percent is
allowed. 8 There is no allowance for interest, dividends and
hnni ises.
The tax rates for wages and salaries are as follows:







4512.%001 and ab ov e7
The tax rate for compensation for personal services, royalties,
interest, dividends, bonuses, lease of property and other kinds of
income. is a flat rate of 20 percent after allowance. 9




Both Hong Kong and the PRC systems excluded some items of
income from tax charges. The following are some of the common areas
of exemption:
1. In Hong Kong, pensions received from an approved retirement
8Article 5, the 'IITL.'
9Article 3, the 'IITL.'
10Article 10, the 'IITL.'
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scheme are not taxable while in the PRC severance pay or
retirement pay for cadres, staff members and workers receive the
same treatment.
2. Official emoluments received by diplomatic officials of foreign
embassies and consulates who are citizens of the state they
represent are exempt from tax.
3. Amounts received from a scholarship, exhibition, or bursary by a
person receiving full-time education in Hong Kong are tax exempt.
The PRC system grants exemption to prizes and awards for
scientific, technological or cultural achievements.
4. Wound and disability pensions and war-services gratuities
received by members of Her Majesty's forces are not taxable. Th(
PRC system grants exemption to welfare benefits, survivors'
pension and relief payments.
5. Official emoluments received by members of Her Majesty's forces
in Hong Kong are not subject to tax. China does not have such a
provision, but military severance pay, decommission or
demilitarization pay for cadres and fighters of the armed forces
are exempt from the 'IITL',11
Other items that receive exemptions in China are interest on
saving deposits in the state banks and credit co-operatives of the
PRC, insurance indemnities, tax-free incomes as stipulated in
international conventions to which China is a party and any income
approved as tax-free by the Ministry of Finance of the PRC.12
The last item is obviously a means of reserving flexibility while
11For exemptions from Salaries Tax, please refer to section
8(lB), the IRO, while the part on the PRC system is based on Article
4, the 'IITL' and Article 8, the 'IITL Regulations.'
12 Article 4. the 'IITL.'
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China is dealing her trade with foreign partners.
Benefits in Kind
If an individual in the PRC receives income that is paid in
kind or in marketable securities, the income is rendered into an
equivalent amount of money according to the market prices at the
time of acquirement. 13 However, both the 'IITL' and the 'IITL
Regulations' do not specify the meaning of market prices. In Hong
Kong, there are two categories of benefits which are taxable, the
housing accommodation benefit and the share option benefit.
A. The Housing Accommodation Benetit
This taxable benefit is defined as:
the rental value of any residence provided to the employee rent
free by the employer, or
- when some rent is paid by the employee, the benefit will be the
14
excess of the rental value over the rent paid.
3owever, the rent value is assessed as a fixed percentage of
assessable income after deductible allowances. The relevant
percentages are:
1. 4 percent, if the accommodation consist of not more than one room
in a hotel, hostel or boarding house.
2. 8 percent, if the accommodation consists of not more than two
rooms in a hotel, hstel or boarding house.
13Aticle 7, the 'IITL Regulations.'
14Section 9(1), the IRO.
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3. 10 percent in all other cases. 15
B. Share Option Benefit
In Hong Kong, any gain realized by the exercise of, or by the
assignment of, or release of an option to acquire stock or share is
a taxable item under the IRO if the option was granted to an
individual because of his employment or office. In fact, this
provision is similar to marketable securities paid to an
individual who is subject to the 'IITL' in the PRC. 16
Leaving Person
Individuals are required to pay ott the tax to the local Lax
authorities seven days before their departure from China.17 In
Hong Kong, the employer has the duty of reporting to the IRD if an
employee is about to leave Hong Kong for a period in excess of one
month. Furthermore, he must not pay any salary to or on behalf of
the employee.
Personal Assessment
Neither China nor Hong Kong have a total income concept.
However, for circumstances where assessment under a total income
computation will bring a smaller tax liability, a permanent or
15Section 9(2), the IRO.
16Section 9(4)2 the IRO.
17Article 18, the 'IITL Regulations.'
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temporary resident in Hong Kong may elect for Personal Assessment
which provides some deductions otherwise not available against any
of the separate taxes- Salaries Tax, Profits Tax, Interest Tax and
Property Tax. The deductions are:
1. Interest payable on loans made to produce income. An instance is
interest on money borrowed to purchase, improve or repair let
property, which is not deductible for Property Tax.
2. The amount of loss an individual has for the year of assessment
as computed for Profits Tax purposes.
3. Approved charitable donations.
In computing the charge to tax, personal allowance and
additional allowance, as described in the Salaries Tax, are
deductible. The rate of tax is also similar to the Salaries Tax.
The advantages of Personal Assessment diminish and eventually
disappear as the total income of a taxpayer increases, and such
provision does not cause any sources of income to be taxed that
l8
would not be taxed under the separate taxes.
18Section 52(6) and section 52(7), the IRO.
CHAPTER IX
OTHER TAXES IN CHINA
There are three categories of tax that affect foreign
investment. They are the Consolidated Industrial and Commercial
Tax (hereinafter abbreviated as the' CICT'), the Urban Real Estate
Tax and the Tax on Vehicles and Vessels.
The Consolidated Industrial and Commercial Tax
All enterprises engagea in inaustrial production and commerce
are subject to this tax. This covers activities such as production
of industrial products, purchase of agricultural products,
importation of foreign goods, commercial retailing, communication,
transportation and all other service trades.1
This tax is a type of sales tax, with no credit given for tax
already paid on the same goods and no exemptions for resale. It is
imposed at every stage of production when goods are transferred from
one entity to another until an ultimate user is reached. An
exception 2 may apply if an item passes through several stages
1Article 2, the 'CICT.'
2Article 3, the Detailed Rules and Regulations for the
Implementation of the Regulations of the Consolidated Industrial and
Commercial Tax of the People's Republic of China (Draft)
(hereinafter abbreviated as the 'CICT Regulations ).
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of production within the same enterprise.
Rates
For industrial and agricultural products, the tax rate ranges
from 1.5 to 69 percent of the gross receipts acquired as the goods
or products more from one stage to another. The highest rate is
charged on the Grade A Cigarette while the lowest on daily consumer
necessities.
It must be noted that a local surtax is charged on the amount
paid. The tax is levied either on cash receipt or billing basis.
Payment
The tax is basically self-assessing. Taxpayers are required to
compute the amount of tax payable, file returns and pay the amount
to the local branch of the People's Bank of China or a local tax
office. 3
The length of the taxable period is not specified by the
regulations, it may be as short as one day, depending on the size of
the enterprise. For taxable periods of less than fifteen days, the
due day for the tax is three days following the end of the period,
while it is five days for a taxable period of a month.4
3Article 22, the 'CICT Regulations.'
4 Ibid., Article 20.
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Exemptions
Joint ventures are exempt from the 'CICT' for exporting
roducts and importing raw materials. For products manufactured for
ale in the PRC domestic market, if the joint venture has difficulty
n paying such tax, may be exempted from the tax for a certain
period. However, approval must be sought from the tax authorities.
To promote the importing of advanced technology to accelerate
the technical transformation of the PRC enterprises, key equipment
imported with proprietary technology may be exempt from 'CICT'. A
reduction of 50 percent is granted to machinery and equipment that
ire suitable for the PRC industry but unavailable on its domestic
Marke 5
Finally, income earned from labour services provided by
technicians and engineers giving guidance in installing equipment or
training Chinese personnels are exempt from the 'CICT'. The same
also holds true for income arising from technical guidance and
consultant services provided for technical upgrading to the PRC
enterprises.
Penalty
Violations of the regulations may lead to an action at the
people's court. The penalty for late payment is 0.1 percent per day
6
on the amount of tax in arrears.
5Tax Official on China's Preferential Tax Treatment for
Foreign Investors-- Exclusive Interview, China Economic News, No.
7 (February 20, 1984), p. 3.
6Article 31 and 32, The 'CICT Regulations.'
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If a party disagrees with the decision of the tax of Cice, he
lould first pay the amount of tax due and may then apply to higher
ithorities for reconsideration.?
Che Urban Real Estate Tax
Some cities within China may impose a real estate tax and
owners of real estate have to pay tax according to the Provisional
Regulations Governing the Urban Real Estate Tax(hereinafter
abbreviated as the' URET').
Taxah le Parties
The tax should be paid by the owner of the estate. If the real
estate is mortgaged, the tax is to be paid by the mortgagee. If
both owner and mortgagee are absent, or when there is an unsettled
dispute, the tax is to be paid by the user of the estate or its
8
keeper on behalf of the owner or mortgagee.
Assessment
A commission composed of delegates from the local Conference of
the People's Representatives and government agencies is responsible
for assessment work. Real estate is assessed once a year.9
7Ibid., Article 33. However, it is not clear what the
higher authorities are. It is assumed that they refer to the
central authorities in Beijing.




Taxes may be imposed on the standard values of the building, or
the land, or land and building together, or the standard rent. The





The standard value of the above categories may be appraised
as follows:
1, categories and grades of buildings
2. general market value
3. construction cost of buildings
4. districts and grades of land
5. location of land
l l
6. average rental value in the locality
Payment
The tax is paid by instalments once every quarter or half year
Taxpayers should report to the local tax office about their estates
location, structure, area and number of rooms.12 The tax office
will then issue a tax memo to the taxpayer who shall pay the tax to
the state treasury within a time limit. 13
10Ibid., Article 6.





Failure on the part of a taxpayer to file a return may lead to
a fine of 50 yuan, while violation of regulations may be fined live
times the amount of tax payable. Failure to pay tax in time will
lead to a fine of 0.5 percent per day on the amount of tax in
14
arrears.
The Tax on Vehicle and Vessels
Certain areas in China impose tax on vehicles and vessels.
Those who are liable to pay should apply at the local tax office to
register and to make payment. In return, they will receive a
license plate and obtain the certificate of tax payment.15
Rat e
The annual rates for mechanized vehicles range from 12 yuan to
320 yuan depending on the category, types, tonnage capacity and uses
in light of existing conditions. For vessels, the annual rates
ranges from 1.2 yuan to 4.4 yuan per ton depending on tonnage.
14Ibid., Article 13 and 14.
15Article 7,8,9, the Provisional Regulations Governing the
Vehicle and Vessel License Plate Tax.
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Payment
The tax is collected quarterly (in January, April, July and
October). However, it may be collected annually or
biannually 16
Pana1 fiv
Taxpayer who fail to report and register may be fined three
times of the amount of tax due. Failure to pay within the
prescribed period may lead to a fine of 0.5 percent per day on the
1 7





China has a protective tariff policy. There are laws
governing the levying of tonnage on foreign ships, supervision of
international civil aircraft, duty on passenger's baggage etc. 2
The tariff system affecting foreign imports is discussed in the
following .3
Regulations Concerning Imports and Exports
All goods permitted to be imported or exported out of the PRC
are subject to duties as specified by the Regulations for Customs
Houses of the People's Republic of China on Import and Export
Duties. Application of such duties to imports and exports is
governed by the Provisional Regulation Governing the Application of
the Import and Export Tariff Schedule of the People's Republic of
1On January 27, 1950, the document "Tariff Policy and
Decision on Customs Work points out that regulations for customs
houses on import and export duties must protect domestic production
and the competitive position of Chinese-made products against
foreign ones.
2Please refer to the Appendix for the different enactments.
3Separate enactments have been made for goods imported for
use co-operative exploitation of offshore petroleum, as well as
personal lugguage of the staff of the participating foreign oil
companies. These will be discussed in Chapter XII.
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China (hereinafter abbreviated as the 'I.E. Duties').
Duties of Applicants
Whenever import or export application is handed in, applicants
should produce bona fide invoices, packing lists, contracts and
other relevant papers to the Customs for inspection.4 Failure to
do so may cause the Customs to assess the duty-paying value
directly .5
Determination of Duty-paying Value
The duty-paying value is measured by cost, insurance, and
freight, i.e. c.i.f. of the imports.6 The c.i.f. value
includes wholesale price, export duties, packing charges, freight,
insurance premiums, commissions that is determined, as said in the
above, by the bills and contracts provided by the importers. 7
China used to have export duties on groundnuts, peanut oil,
peppermint oil and menthol crystals. From February 1, 1980 onwards,
all these were abolished.
4See Article 7 (for imports) and Article 9 (for exports) of
the 'I.E. Duties.'
5lbid., see Article 12.
6Ibid.,, see Article 5.
7If the normal wholesale prices of the imports cannot be
ascertained by the Customs, the average domestic wholesale price of
the goods prevailing at the place of importation, less the amount of
importation charges and business expenses. Then the following
formula will apply:
domestic wholesale price x 100= duty paying value
100+ minimum tariff rate+ 20
C, Ar4-i..1o F nF t- lid-a IT_1F._n11t-iP..'.
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All duty-paying values are calculated by RMB. Values stated at
foreign currencies shall be converted into RMB at an average rate to
be determined by the Customs according to the buying and selling
rates quoted by the People's Bank of China.8
a t e s
The 'I.E. Duties' divide imported aria expo rtea Co[IIll1oUl L105 111LU
17 categories, containing a total of 939 classifications according
to natural properties, composition and use.
Sixty-five items of imported goods are exempt from the duties.
They include rice, millet, wheat and other grains, cooking oil, tree
saplings, crop seeds, fodder, improved strains of live animals,
cotton, certain special medicines, books, newspapers, magazines,
metal ores, gold, silver, platinum, and astronomical and nautical
instruments. For certain imports, the duties levied are low,
ranging from 5 to 20 percent. These imports include fertilizer,
pesticides, crude oil, rubber, timber, paper pulp, some special
kinds of rolled steel, industrial machines, farm machinery,
aircraft, rolling stock, and trucks. Following this range are
imports levied on duties ranging from 25 to 40 percent. These
include sugar, ordinary medicines, dyestuff, paint, cement, abestos,
gasoline, cotton yarn, hemp, woolen fabrics for industrial use,
typewriters, and calculators.
Goods which are not necessities for the China economy, and
those which can be produced in large quantities within China, are
taxed heavily at rates from 50 to 100 percent. They include fresh
8lbid., see Article 10.
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fruit, furs, coal, porcelain, watches, cotton cloth, electrical
instruments, metal products, plastic, and wooden products. For
luxury goods such as silks and satins, cosmetics etc. the rate is
from 120 to 200 percent. 9
Favourable Duties
The regulations contain two different scales of import duty
rate, the General Tariff Rates and Minimum Tariff Rates. 10
The latter applies to imports from countries with which the PRC has
concluded trade treaties or agreements for reciprocal favourable
treatment. Usually these rates are 20 to 100 percent lower than the
General Tariff Rates for the same goods.
Appeals and Applicants' Rights
If a person (e.g. consignee, shipper or agent) disagrees with
.he duties decide by the Customs, he may appeal within 14 days from
:he day following the issuance of the Duty Memorandum by writing in
:he form as prescribed by the Customs. 11ustoms .11 He may then apply for
he release of goods by paying a cash deposit sufficient to cover
the amount of duty as claimed by the Customs. 12
The Customs, after considering the appeal, may modify the
9These four tariff categories described are based on the
article by Xue Hua Inside China's Tariff System, China Business
Review, No. 5 (September-October 1981), pp. 52-54.




original decision and notify the concerned party within 7 days, If
the latter is still dissatisfied with the modified decision, he may
lodge a second appeal within 7 days from the day of receipt of the
notification of the modified decision. This appeal will receive the
attention of the Customs General Adminstration. However, if the
Customs maintain the original decision, the case will also be turned
to the Customs General Adminstration.
In any of the above cases, the Customs General Adminstratrion
shall reach a decision and issue a written notification within 20
days to the appellant. This decision will be final. 13
I jIb id., Article 14.
CHAPTER XI
TAXATION IN SPECIAL ECONOMIC ZONES
As mentioned in Chapter III, the Four Modernizations
encountered difficulties as the plans made were too ambitious and
the PRC started the readjustment of the economy and revised the
time table for accomplishing the modernization. One major change in
economic policy is the adoption of meritocracy in employment. The
other is the shifting priorities from heavy to light
industries. 1 Furthermore, the Central Government realized
decentralization is needed to ensure better investment decisions.
Transfer of power from the Central Government to local authorities
was started, specifically local autonomy in the economic field. For
instance, the PRC provided Guangdong Province and Fukien Province
with autonomous power in dealing with external investment and the
right to establish and regulate Special Economic Zones (hereinafter
abbreviated as 'SEZ' ).2 The Regulations of the People's
Republic of China on Special Economic zones in Guangdong Province
,was approved on August 26, 1980 at the Fifth National People's
Congress (hereinafter abbreviated as the 'Guangdong SEZ
1 Hua Guafeng, Report on the Work of Government, delivered
at the Second Session of the Fifth National People's Congress on
June 18, 1979, published unabridged in Beijing Review, No. 27 (July
6, 1979), pp.12-21.
2The decision was made at the Second Session of the Fifth




'SEZ' is created in order to attract foreign capital and
advanced technology necessary for modernization by way of
preferential treatment provided in matters relating to tax rate and
scopes of operations. The characteristics of the 'SEZ's in the PRC
are as follows:
1. Things related to investment such as public utilities are well
prepared to ensure a favourable climate for foreign investment.
2. Preferential treatments for investors are given to attract
investment.
3. Goods manufactured in the 'SEZ' are intended for exports.
4. The 'SEZ' operates in a economic structure similar to a free
market. 3
There are four well-established 'SEZ's. They are Shenzhen,
Zuhai and Shantou in Guangdong Province, and Xiamen in Fukien.4
This chapter will only focus on discussing the Guangdong 'SEZ's as
well as Shekou. The latter was set up by the China Merchants Steam
Navigation Corporation (hereinafter abbreviated as the 'CMSN') under
the direct authorization of the State Council. This zone is jointly
administered by the Guangdong Provincial Adminstration Commission
for the Special Economic Zones and the' CMSN'.
3Sonoko Nishitateno, China's Special Economic Zone:
Experimental Units for Economic Reform, International and
Comparative Law Quarterly 32 (January 1983), 117.
4In April 1984, the State Council has proposed the
establishment of fourteen 'SEZ's in various coastal provinces.
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Legal Framework of the 'SEZ's
All 'SEZ's are not independent from the legal enactments of
laws and regulations governing the conduct of business that have
been developing ever since 1979.5 For instance, the 'Guangdong
SEZ Regulations' state clearly that enterprises and individuals in
the special zone must abide by the laws, decrees and related
regulations of the People's Republic of China. 6 Yet, whenever
special provisions are contained in the 'Guangdong SEZ Regulations',
they have to be observed as stipulated. 7
Thus the 'SEZ's operate under the same fundamental legal system
as elsewhere in China. Provisions that are contained in the
regulations for the 'SEZ's as approved by the State Council, when
contradicting with other national legislations, supersede the latter
on the particular point in queston.
Forms of Utilizing Foreign Capital in the 'SEZ's
There are five patterns of utilizing foreign capital. lney are
as follows:
1. Processing Materials. Roughly, this activity may be classified
into two categories: (i) Factories in the PRC process the
materials in accordance with the contract signed with foreign
5The writer has obtained the 'Guangdong SEZ Regulations'
but regulations concerning other 'SEZ's are not readily available.
The view that all 'SEZ's legislation is dependent on the rest of
China's legislature is put forward by Timothy A. Gelatt, China's
Special Economic Zones: the Regulatory Framework, Problems and
Prospects.
6See Article 2 of the 'Guangdong SEZ Regulations.'
7 lbid.
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investors. The latter will hold title to the goods manufactured
and pay for the cost of processing. (ii) Foreign investors
provide not only materials but also machines and other necessary
equipment. Service charges paid for the cost of the processing
will be deducted the amount of such monetary commitments.
Materials used may be from China or imported from outside and the
form of investment may be a combination of (i) and (ii).
2. Compensatory Trade. The PRC use commodities or services to pay
for equipment and technique provided by foreign investors for
production. After repayment, such equipment will belong to the
PRC.
3. Co-operative Enterprises. The PRC provide land, labour and
service while foreign investors supply capital, equipment and
materials. Profits are shared according to provisions stipulated
in the contract signed between the two parties. The PRC hold
title to the equipment when the contract expires.
4. Joint Ventures. These are actually joint ventures between the
PRC and foreign investors as stipulated by the' JVL'.
5.' Foreign Enterprises. The enterprise is owned solely by a foreign
investor and operates independently within China.8
Tax Structure
The 'FETL', 'JVTL' and 'IITL', in fact, form the basic
structure of the 'SEZ' taxation. Formulas for taxable income,
deductions and the like remain unchanged. The difference is that
8Xu Dixin, China's Special Economic
Zones, Beijing Review, No. 50 (December 14, 1981), p. 16.
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'S EZ's of fer a lower tax rate and certain provisions for tax
incentives that are not available in other national legislations.
Tax Rates
The rate of tax is 15 percent for all forms of investment
inside the' SEZ's.9 Shekou offers a 10 percent rate in January
1980 at the time it was set up as a Zone, however, the rate was
revised to 15 percent in August 1980. Yet, the 10 percent rate is
honoured by the authorities for all agreements signed before August
27, 1980.10 Apparently, no local surcharge is added to the 15
11
percent rate.
The 'IITL' prescribes taxation at rates of from 5 to 45 percent
on monthly income from 801 to 12001 yuan by a graduated scale.12
The individual income tax in the 'SEZ's is from 3 to 30 percent as
shown in the following:
9Unless otherwise specified, the tax rates and tax holidays
.discussed are based on the article by T.A. Gelatt, supra note
lOT.A. Gelatt is of the view that the 5 percent
differential is paid to the tax authorities by the 'CMSN,' supra
note 6, p. 183.
11 Shenzhen announced on October 5, 1982 Tax Reduction of 20
to 50 percent on incomes from enterprises, which employ advanced
technology or large-size enterprises. Tax holidays of up to three
years may also be granted. However, details are not available.
Please see Shenzhen Announces Investment Preferential Treatment,
Wen Wu Pao, October 4, 1982.










Passive income such as rents, royalties and personal services are
subject to a flat rate of 15 percent after certain standard
deductions, compared with the higher rate of 20 percent as
prescribed by the' I ITL' .13 No details are available in this
aspect for Shekou.
Tax Holidays
Different schemes of tax holidays are available in the
Guanedon2 'SEZ's. They are as follows:
Tax Holidays (Years)





Scheme A represents the most advantageous treatment granted to
the projects which have a foreign investment of US$ 5 million or
above, and those in which relatively high technology is involved and
-which run for ten years or longer with a long capital turnover
cycle
Scheme B is granted to projects which were established between
August 26, 1980 and the end of 1982 while Scheme C is granted to
proects established in 1983 and after with a duration of five years
13See Article 13, the 'Guangdong SEZ Regulations.'
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or more.
In Shekou, three to five-year tax holiday is allowed from the
start-up date, irrespective of the nature of the enterprise. It is
not clear how the length of tax holiday is determined in any
particular case, however, it can be presumed that the Guangdong
schemes will serve as a guideline.
Import Taxes
Import taxes encompass both customs duty and the 'CICT'. All
means of production or input for projects in the 'SEZ's are exempt
from such taxes. Articles for daily use may be exempted from the
tax or granted a reduction depending on the concrete
circumstances e 14
In October, 1982, Shenzhen officials announced the exemption of
the 'CICT' from exports of finished products to Hong Kong, Macao or
abroad, upon application by the enterprises which have difficulty in
paying such tax. However, products destined to be sold in China
remain taxable. It is an open question whether this treatment also
applies to other' SEZ's.15
In general, Shekou employs a similar scheme to the rules and
practice as mentioned in the above.
14,.Shenzhen Regulates Tax Rate, Provides more Preferential
Treatments, is Ming Pao, October 5, 1982.
15 Article 16, the 'Guangdong SEZ Regulations. Compare
this with Article 6, the' JVTL,' which refund only 40 percent of the
income tax paid in the reinvested amount.
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Reinvested Prof its
Foreign investors who invest profits in the 'SEZ's for a period
or five years or more may apply for an exemption or reduction of tax
on the profits from such reinvestment. At present, there is no
clear definition for reinvested profit, what can be said is that it
must be some other form than cash, such as inventory, capital
investment etc. 16
Repatriated Prof its
Af ter-tax profits of' SEZ' enterprises or investors may be
remitted out of China. Whether these repatriated profits will
subject to a withholding tax of 10 percent as specified by the
'JVTL' is unknown. 17
16See Article 15, the 'Guangdong SEZ Regulations.'
17See Article 4, the 'JVTL.'
CHAPTER XI I
TAX RULES ON OFFSHORE OIL EXPLORATION
Owing to the declining onshore oil exploration and a growing
economy in need of fuel, developing the south China Sea and the
south Yellow Sea offshore oil fields becomes an important task for
China. At the same time, foreign companies are eager to participate
in investment projects concerning what may be called the richest
areas of offshore oil in the world. Indeed, they have spent $200
1
million on seismic surveys.
The taxation on income from offshore oil is closely tied to the
contracts signed between a foreign company with the China National
Offshore Oil Corporation (hereinafter abbreviated as the' CNOOC'),
which is fully authorized to deal with such matter.
Contract Terms
Foreign companies are obliged under the contract to put up all
capital and bear all risks in the exploration phase. The PRC will
only participate in the development and production phase through the
'CNOOC'.
If a company is awarded a contract. she has a set term of five
1Chris Brow, Tough Terms for Offshore Oil, China
Business Review, No. 4 (July-August 1982), p. 35.
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to seven years in which to explore the area. After targeting an
area for development, the' CNOOC' will participate in developing the
area, usually bearing 51 percent of the total investment.
Under the 'FETL Regulations', all investments incurred during
the stage of exploration are to be counted as capital expenditure,
to be written off as depreciation when the oil field begins to go
into production for commercial purposes.2 However, if the
company decides that the area is not operating tenable, she can
withdraw and sustain a loss of all these exploration expenses.
Determination of Income
A field is considered to be gone into production for commercial
purposes when a cumulative total of 100,000 tons of oil or 100
million cu. mt. of natural gas are extracted from the area and
delivered according to standard procedures."3 The crude oil is
then shared by the' CNOOC' and the foreign company by the following
12.5 Royalty payments
Consolidated Industrial Commercial Tax5.0
Cost oil50.0
Share oil and allocable profit oil32.5
The cost oil is used to cover operating costs, explordLluii U05 L
and finaly development costs, in that order. The 32.5 percent oil
is divided into share oil and allocable profit oil according to a
factor as bid by the foreign company. The former goes to the PRC





company concerned. It must also be pointed out that the cost oil
will become allocable profit oil once all costs have been recovered.
Taxable Income and Tax Rates
A foreign company is considered as receiving income when they
receive their share of crude oil, the income amount will be computed
by international market price of crude oil of the same quality. 4
However, the Ministry of Finance will honour pricing methods of
crude oil as determined in petroleum contracts if it conforms to the
principle of the 'FETL Regulations'. 5
The above income so arrived will be subject to tax rates as
applied to the foreign enterprises under the' FETL'. The rates have
been discussed in Chapter X and they are not to be mentioned here.
Deductible Expenses
Before coming to the taxable amount, the following items are
tax deductible:
1. Depreciation expense of the capital expenditure incurred during
the exploration of an area. This amount may be written off by
composite method over a period of not less than 6 years.6
2. Reasonable exploration expenses incurred in exploiting off-shore
4Article 26, the 'FETL Regulations.'
5Paragraph 3, The Reply to the Questions Relating to the
Interpretation on Certain Articles of the Detailed Rules and
Regulations for the Implementation of the Incase Tax Law Concerning
Foreign Enterprises.
6Article 18, the 'FETL Regulations.'
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petroleum resources may be amortized within not less than a
7
year.
3. For foreign company which owns more than one contract area, the
loss incurred in one contract area can be offset from the
proceedings of the other area.8
4. Interest payments on loans borrowed from by foreign enterprise
from their affiliated companies which are borrowed as working




On April 11, 1982, the Ministry of Finance promulgated the
Rules Concerning the Levy and Exemption of Customs Duties and
Consolidated Industrial and Commercial Tax on Imports and Exports
for the Chinese-Foreign Co-operative Exploitation of Offshore
Petroleum. According to the articles, export of crude oil by a
foreign company, inputs of machinery, equipment, spare parts and
materials necessary for oil exploration and development operations
are exempted from customs duties and the 'CICT'.
7 Article 22, the 'FETL Regulations.' This article is
further explained in Paragraph 5, op. cited, note 4.
80p. cited. note 5, paragraph 4.




Foreign firms that contract building and provide labour servicE
to projects are liable to two taxes, the 'FETL' and the 'CICT'. ThE
following are deductible sums before coming to the taxable amount:
1. the subcontract part of the project or labour services
2. payment for purchasing the machinery and equipment
3. cost for data analysis outside China. 10
However, a foreign contractor may elect for assessment on net
sales or gross business income by Article 24 of the 'FETL
Regulations'. In practice, 10 percent of the contract sum will be
the deemed profit which is to be taxed by the progressive rate of
the' FETL'.
1VTax Regulations for Foreign Contractors' Operations in
China, China Economic News, No. 5 (January 30, 1984), p. 5.
CHAPTER XIII
RECENT DEVELOPMENT IN INTERNAL TAXATION
The most unique feature of the PRC taxation is that profits
from state enterprises are not classified as tax. Tax in the PRC
an be defined as obligatory payments, fixed by law, to the
overnment budget from the incomes or other property of
)rganizations or individuals, paid in specific amounts at specific
times .1 Profit from state enterprises are not obligatory by
Law, and are not required to be paid at specific time in specific
amounts.
Under the planned economic management system, stated-owned
enterprises were fully integrated into the system for three decades
before 1979. They transferred their profits to the treasury and
fulfilled the basic production plan assigned by the government to
each enterprise, with no responsibility for losses or profits since
product prices were fixed by the Central Authorities.
In 1979, a pilot project called profit retaining system
involving 456 state-owned industrial and communications enterprises
in 18 provinces, municipalities and autonomous regions was tried
1The definition is adopted from the article by Jan C. Ting,
Preliminary Notes on Taxation in the People's Republic of China,
Review of Socialist Law, 5 (September 1979), 347. The article also
gives a brief description of the Chinese tax system from about 1950
to 1978. In the end of his essay, Mr. Ting puts forward four
nrnnitions on the system.
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out. 2 The major change was that enterprises were allowed to
retain portion of their profit after turning in their planned profi
to the Treasury. Besides fulfilling the basic production plan as
assigned by the State, each enterprise can make its own additional
production plan on its own initiative. The retained profits can be
used by the enterprises for expanding production or for safety and
welfare of the workers. The portion of retained profit varies
according to localities and the kind of activity the enterprise is
engaged in. This experiment is reported to have resulted in
increased income for both the State and the enterprises. By 1980,
there were 6,600 enterprises involved in this experiment.
The New system
Beginning from June 1, 1983, income taxes are levied on
State-owned enterprises, for their profit yield since January 1,
1983. Under the new scheme, the enterprises assume responsibility
for gains and losses and they can retain a part of their profits for
future investment. The government assigns them a basic production
plan to be fulfilled, but each enterprise can make its own
additional production plan according to its own decision. The
enterprise is expected to fulfill contracts and meets the eight
major economic requirements (quantity, quality, variety, optimal
consumption of raw and semi-processed materials, optimal consumption
of fuel and electricity, labour productivity, reasonable production
cost, profitability). The State will no longer provide subsidies to
2The project began in 1978 with six enterprises. Please
refer to Tax News Services, March 31, 19819 p. 42.
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those enterprises with losses.
Kates
The new system is a temporary step towards the fully fledged
taxation system for all state-enterprises. Under the present
circumstances, the enterprises, while paying taxes, will still have
to turn over to the State part of their profit.
The tax rate for large and medium-sized enterprises will be 55
percent3 and the profit after tax will be shared between the
State and the enterprises, either by fixing quotas or regulatory tax
or according to fixed proportions. 4 However, they are allowed to
retain 3 percent of their profits in the enterprises for upgrading
equipments and to pay better fringe benefits to workers.
An eight-grade excess progressive tax will be taxed on small
enterprises with an annual profit of less than 200,000 yuan and an
original value of fixed assets of less than 1.5 million yuan and
commercial enterprises with a staff less than 30 people and an
annual profit less than 50,000 yuan.5
Hotels, restaurants, hostels, catering service corporations
will have to pay income tax at a rate of 15 percent.6
3The various tax rates discussed are based on Xinhua News,
April, 1983, item 042765, and Tax News Services, April 15, 1983, p.
34.
4Four different ways of allocating of after-tax profits
between enterprise and the PRC. Please see State Enterprises
Changes to being Levied tax on Re-allocation of After-tax Profits,
Ming Pao, April 29, 1983.
5State Council Approves Income Taxation System,
Xinhua News, item No. 042765, April 27, 1983.
6 lbid.
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Some enterprises are excluded from the scheme. They include
military industries, posts and telecommunications enterprises etc.
A small number of enterprises approved by the State Council to
practice the system of contracting for profit delivery quotas on a
progressively increased basis will keep to the present practice 7
until the period of contract expires.
In general, enterprises must pay four taxes. The first is the
industrial and commercial tax, which is a fixed amount.8 The
second is a tax on their prof its, which is also a fixed amount. In
addition, enterprises must also pay an earnings tax of 40 percent
and an urban construction tax of 5 percent. 9
Objectives of the New System
This new system is expectea to better handle relations between
the interests of the State, the enterprise and individual. The
State will be ensured to receive the largest share of the profits,
and enterprises get a considerable share and individual the rest.
In turn, the State will have enough funds1° to finance
construction of key projects. Indeed, the PRC is expecting a steady
flow of State revenue. The other merits of this system include the
7lbid.
8State enterprises earnings from processing and assembling
activities are exempt from industrial and commercial tax for a
period of three years starting from January 1981. Please see
Tax News Services, June 15, 1981, p. 68.
9These taxes are mentioned by the economist Qian Jiayu
during an interview with the staff reporter of the China Daily of
February 6, 1983.
1.0 Op. cited., note 5.
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following: 11
1. By taxing profit and decentralization, enterprises will
compete with each other for bigger profit. Through competition,
enterprises will be encouraged to cut their cost, increase
production, and improve the quality of their products. Enterprises
which are unable to pay taxes owing to poor management are expected
to close, merge, or shift to making other products.12
2. Enterprises will be able to exercise their autonomy in
making investment decisions. A much publicized example in the
drawback of complete state-control is the Capital Iron and Steel
Company in Beijing. The Company, one of the largest in China
employing 70,000 people, once had to go through red tape to get 400
13
yuan to buy an electric motor.
3. The new system will help eliminate bargaining between the
State and the enterprises over profit-sharing. Under the old
system, factories would demand that their profit delivery quotas be
14
cut when cost of production goes up.
15
4. This new tax scheme will extend industrial autonomy,
provide the enterprises with more decision making power and gives
11 In a front page editorial on March 3, 1983, the People's
Daily described the system as an important measure to ensure stable,
progressively increased state revenue while bringing into full play
the initiative of the enterprises.
12State Enterprises to Deliver Taxes instead of Profits,
China Daily, February 6, 1983.
13New Taxation System- a major step of reform,
China Daily, March 24, 1983.
14Army of Collectors Helps Institute Taxation System,
China Daily, March 24, 1983.
1 Switch to Taxation System Designed to Boost Economy,
China Daily. April 30, 1983.
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them more incentive to improve management and operations.
5. This new scheme will strengthen control and super. ision over
the financing and accounting by the State. 16
6. People will be encouraged to become self-employed and be
engaged in private or co-operative business.
16Ibid.
GLOSSARY
An amount set aside for bad debts,Allowance
depreciation or some other purposes
before coming to the taxable income.
When it is difficult to asess theDeemed Prof Profit
taxable income of a foreign
contractor, the PRC tax authorities
will assume a portion of the gross
income, usually the contract sum, to
be taxable.
Tax charged by local tax authorities,Local Surtax
such as of a province, on either the
tax paid to the central authorities,
or on the whole taxable income.
An expenditure that may be deductedTax Credits
from a taxpayer's tax liability, i.e.,
from the total amount owned to the
government.
An expenditure that may be legallyTax Deduct ions
deducted from taxable income by
t axa paye rs.
Illegal avoidance of tax payments.Tax Evasion
A period of time when tax exemptionsTax Holiday
or reductions on taxable income are
granted to a taxapayer.
The portion of a taxapayers's incomeTaxable Income
which forms the base for figuring tax
liability.
A distinctive mark or symbol, or aTrademark
word or letter in a distinctive script
or shape, that serves to identify a
product, service or company, and that
is or can be protected by registration
with a government.
A tax on passive incomes, such asWithholding Tax
interests and dividends derived from
China. The tax is often deducted in
advance from the payment made to the
recipients.
APPENDIX
The following is a list of the major trade and investment laws
enacted by the PRC arranged by subject category. All of them can be
found in the Collections of Laws and Regulations of China Concerning
Foreign Economic and Trade Relations, published by the China Market
Publishing Corporation. However, it must be noted that the
following list is not comprehensive
Joint Venture
The Law of the People's Kepublic of utiina on Joint venture using
Chinese and Foreign Investment.
Adopted on July 1, 1979 at the Second Session of the Fifth National
Peoples's Congress and promulgated on July 8, 1979. Took effect on
date of promulgation.
Regulations of the People's Republic of China on the Registration of
jv Using Chinese and Foreign Investment.
Promulgated by the State Council on July 26, 1980. Took effect on
date of promulgation.
Regulations of the People's Republic of China on Labour Management
in Joint Ventures Chinese and Foreign Investment. Promul a ted by
the State Council on July 26, 1980. Took effect on date of
promulgation.
The Income Tax Law of the People's Republic of China Concerning
Joint Venture with Chinese and Foreign Investment.
Adopted at the Third Session of the Fifth National People's
Congress and promulgated on September 10, 1980. Took effect on date
of Promulgation.
The Detailed Rules and Regulations for the Implementation of the
Income Tax Law of the People's Republic of China Concerning Joint
Venture with Chinese and Foreign Investment.
Approved by the State Council on December 10, 1980, and promulgated
by the Ministry of Finance on December 14, 1980. Took effect on
date of promulgation.
Regulations for the Implementation of the Law of the People's
Republic of China on Joint Ventures Using Chinese and Foreign
Investment.
Promulgated by the State Council on September 20, 1983. Took
effect on date of promulgation.
89
Offshore Petroleum Exploration
Regulations of the People's Republic of China on the Exploration of
Offshore Petroleum Resources in Co-operation with Foreign
Enterpr ises.
Promulgated by the State Council on January 30, 1981. Took effect
on date of promulgation.
Rules Concerning the Levy and Exemption of Customs Duties and
Consolidated Industrial and Commercial Tax on Imports and Exports
for the Chinese-Foreign Exploration of Offshore Petroleum.
Approved on February 28, 1982 by the State Council and promulgated
on April, 1982 by the General Adminstration of Customs and the
Ministry of Finance.
Special Economic Zones
The Regulations of the People's Republic of China on Special
Economic zones in Guangdong Province.
Approved on August 26, 1980 at the Fifth National People's Congress
and came into force after adoption by the Guangdong Provincial
People's Congress.
Provisional Regulations on Registration of Enterprises in Special
Ecomomic Zones of Guangdong Province.
Adopted at the 13th Session of the Standing Committee of the Fifth
Guangdong Provincial People's Congress on November 17, 1981.
Promulgated on December 24, 1981. Took effect on January 1, 1982.
Foreign Enterprise Registration
Provisional Regulations of th ePeople's Republic of China Concerning
the Control of Resident Offices of Foreign Enterprises.
Promulgated by the State Council on October 30, 1980. Took effect
on date of promulgation.
Provisional Regulations for the Establishment of Representative
Offices in China by Overseas Chinese and Foreign Financial
Institutions.
Issued by the People's Bank of China on February 1, 1983. Took
effect on date of issue.
Foreign Enterprise Taxation
Regulations of the Consolidated Industrial and Commercial Tax
(Draft).
Adopted at the 101st Meeting of the Standing Committee of the
National People's Congress on September 11, 1958. Took effect on
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date of promulgation on September 13 1958.
Detailed Rules and Regulations for the Implementation of the
Regulations of the Consolidated Industrial and Commecial Tax of the
People's Republic of China (Draft).
Promulgated by the Ministry of Finance on September 13, 1958.
The Provisional Regulations Governing the Urban Real Estate Tax.
Promulgated by the. Adminstrative Council on August 8, 1951.
The Provisional Regulations Governing the Vehicle and Vessel License
Plate Tax.
Promulgated by the Adminstrative Council on September 13, 1951.
The Income Tax Law of the People's Republic of China Concerning
Foreign Enterprises.
Adopted at the Fourth Session of the Fifth National People's
Congress on December 13, 1981 and promulgated on the same day. Took
effect on the date of promulgation.
The Detailed Rules and Regulations for the Implementation of the
Income Tax Law of the People's Republic of China Concerning Foreign
Enterprises.
Approved by the State Council on February 17, 1982 and promulgated
by the Ministry of Finance on February 21, 1982. Took effect on
January 1, 1982.
The Provisional Regulations of the Ministry of Finance of the
People's Republic of China Regarding the Reduction and Exemption of
Income Tax Relating to Interest Earned for Foreign Business from
China.
Promulgated by the Ministry of Finance. Took effect on January 1,
1983.
The Provisional Regulations of the Ministry of Finance of the
People's Republic of China Regarding the Reduction and Exemption of
Income Tax on Fees for the Use of Proprietary Technology.
Promulgated by the Ministry of Finance. Took effect on January 1,
1983.
Taxation of Individuals
The Individual Income Tax Law of the People's Republic of China.
Adopted at the Third Session of the Fifth Sational People's
Congress and promulgated on September 10, 1980. Took effect on the
date of promulgation.
The Detailed Rules and Regulations for the Implementation of the
Individual Income Tax Law of the People's Republic of China.
Approved by the State Council on December 10, 1980 and promulgated
by the Ministry of Finance on December 14. 1980. Took effect
retroactively on September 10, 1980.
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Exchange Control
Provisional Regulations for Exchange Control of the People's
Republic of China.
Adopted at the Regular Session of the State Council on December 5,
1980 and promulgated pm December 18, 1980.
Rules for the Implementation of Foreign Exchange Control Relating to
Foreign Representations in China and their Personnel.
Promulgated by the State General Administration of Exchange Control
and published on August 10, 1981.
Rules for the Implementation of Exchange Control Regulations
Relating to Enterprises with Overseas Chinese Capital, Enterprises
with foreign Capital, and Chinese and Foreign Joint Ventures.
Approved by the State Council on July 19, 1983. Promulgated by the
State Administration of Exchange Control on August 1, 1983. Took
effect on date of Promulgation.
Trademark
The Trademark Law of the People's Republic of China.
Announced on August 25, 1982. Took effect on March 1, 1983.
Detailed Implementing Rules for the Trademark Law.
Promulgated on March 10, 1983. Took effect on date of
Promulgation.
Customs
Provisional Regulations Governing the Application of the Import and
Export Tariff Schedule of the People's Republic of China.
Approved by the 83rd Session of the Government Administrative
Council on May 4, 1951. Took effect on date of promulgation.
Provisional Rules Governing the Levying of Tonnage Dues of the
Customs Authorities of the People's Republic of China.
Approved by the Finance and Economics Committee of the
Administrative Council on September 16, 1952. Promulgated by the
Customs General Administration on September 29, 1952. Took effect
on date of promulgation.
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